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ECONOMIC DEVELOPMENT UNDER CONDITIONS 
OF GUERRILLA WARFARE: THE CASE OF VIET NAM* 


JAMES B. HENDRY 


It is hardly startling to report at this date that guerrilla war- 
fare against the government of South Viet Nam has reached crisis propor- 
tions and that South Viet Nam’s future as an independent political entity 
is in grave doubt. It is also obvious from the outset that one can sum up 
quite simply the gist of any treatment of economic development under 
these conditions. One sentence might suffice: Economic development is 
difficult, if not impossible. However, there is a need for further analysis, 
and as one approach to the subject, two main questions may be examined: 
(1) What has been the record of economic development in South Viet 
Nam, and (2) To what extent is this record a function of the guerrilla 
warfare which still continues? 

By economic development I refer to a process through which resources 
—human, natural and material—are used in increasingly efficient ways so 
that the production of goods and services rises beyond previously attain- 
able levels at rates which bring higher real per capita income. To accom- 
plish this, an important share of the productive effort must be channeled 
into the kinds of production which add significantly to the productivity of 
the future—improved types of capital equipment, better communications 
facilities, more power, aids to agriculture such as irrigation and fertilizers, 
and the like. There must also be modifications in those existing institu- 
tions which inhibit increased productivity or discourage innovation and 
change. External economic aid can help by providing capital equipment 
and techniques, and these facilitate the process and ease some of the initial 
strain on existing productive capacity. But external aid alone cannot 
bring economic development. The aid-receiving system must have within 
it incentives, drives, and stimuli which build on the available aid, utilize 
it effectively, and impel the system toward the next stage of increased 
production whereby more capital goods can be accumulated. If the basic 
allocations of resources are not made within this general pattern, eco- 
nomic development will not take place, no matter what temporary flurries 
of economic activity there may be and no matter what popular pressures 
may be building up for economic improvement. 

A bald answer to the first question, then—what has been the record of 
economic development in South Viet Nam—is that there is little evidence 


*This paper was presented at the meetings of the Association for Asian Studies 
April 4, 1962, in Boston, Massachusetts. 
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that South Viet Nam has been launched on a process of economic devel- 
opment in the sense indicated, or that there has been significant progress 
toward this goal over the last two years. One might add that there is little 
evidence, period. The government’s approach to economic development in 
the past has been characterized by an unwillingness to plan with reference 
to resource allocation, even to reveal the nature of plans; acceptance of a 
few scattered industrial installations as evidence of economic vigor; re- 
liance on local communal efforts at self-improvement; and some tendency 
to confuse program announcements with actual accomplishment. In the 
absence of relevant data, reliable or otherwise, flat judgments such as 
these may be imprudent, but some fragments of information provide more 
than mere hunch on the conclusions just stated. As nearly as can be de- 
termined by an outsider, South Viet Nam probably has not been, and 
currently is not, adding enough to its existing stock of capital to raise 
production in proportion to its anticipated population increase, let alone 
yield an increase in real per capita production. According to one set of 
estimates, net investment as a percentage of Net National Product averaged 
only 3.3% for the scattered years of 1955, 1956 and 1960.* On the mere 
face of it, this seems too low for a nation hoping to achieve some sort of 
economic “take-off” within a reasonable period of time. True, the use of 
Incremental Capital-Output Ratios to predict future trends is risky busi- 
ness at best, even when the data are reliable and cover long periods of 
time—certainly not the case for Viet Nam. However, if we assume that 
the average increase in production resulting from an increase in new net 
investment would be about one-third the value of that investment, Viet 
Nam increased its production in 1961 by only 114%. By making allow- 
ance for depreciation at a rate of only 10%, this estimate of increase in 
production in 1961 could be raised to 2.4%. Both represent rate of 
growth below the rate of population increase.” Only by going to the more 
extreme assumptions of a much larger volume of gross investment, or an 
Incremental Capital-Output Ratio lower than 3 to I, or an average rate 
of depreciation lower than 10% or some combination of these, can we 
anticipate a proportionate increase in production at least as great as the 
proportionate rate of increase in people. Information on either the level 
of GNP or investment is not available for 1961, but based on these kinds 
of considerations, it seems unlikely that GNP increased by 3% or more 
in that year. 

The objection could be raised that in an agricultural economy such as 


1¥Frank C. Child, Essays on Economic Growth, Capital Formation, and Public 
Policy in Viet-Nam [mimeographed] (Saigon: Michigan State University Viet-Nam 
Advisory Group, 1961), p. 7. 

2 United States Operations Mission to Vietnam, Annual Statistical Bulletin No. 4, 
Data through 1960 (Saigon: USOM, 1961), p. 4. The data given here indicate an 
average increase in population of 2.7% per year, 1956-60. The estimates of GNP in 
1961 are based on an assumed net investment of 4 billion piasters and a GNP of 
86 billion piasters in 1960. Gross investment for the same year was estimated at 7 
billion piasters. Child, loc. cit. 
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Viet Nam’s, substantial increases in GNP might take place without large 
infusions of capital, and that the relevant Incremental Capital-Output 
Ratio is very low because production could be increased with small 
amounts of capital, with improvement in land use and production tech- 
niques, with resettlement on hitherto unused lands, or with the re-cultiva- 
tion of land which has been idle for some time. This might have been true 
in the early post-Independence years, but it seems less so now. Leaving 
the impact of guerrilla activities to one side for the moment, the land 
under paddy cultivation actually decreased by 15%, 1958-60. Yields re- 
portedly rose by 57%, but this may be due largely to a change in the 
method of estimating crop yields that began in 1959,? The area under 
rubber cultivation increased by nearly 11%, 1955-60, or just under 2% 
per year. This is some progress, but USOM reported that new planting 
must be at a rate of at least 3% per year to maintain production.‘ Fer- 
tilizer imports increased by 65%, 1956-60, but imports declined in 1960 
from the higher level of 1959. Indexes of agricultural production thus 
show average annual increases, 1957-60, of 15.75%, but this had fallen 
to a marginal rate of increase of only 7%, 1959-60, and only 1% on a 
per capita basis for the same two years. Bad crop conditions in 1958 
and 1959 in some areas may have partially accounted for this drop; the 
disastrous Mekong floods of 1961 make it improbable that agricultural 
production will show any significant increase in the current crop year, 
again omitting consideration of the impact of guerrilla warfare. The point 
remains that new production gains in agriculture have been minimal since 
1958, and we cannot easily assume that gains in this sector are offsetting 
possible deficiencies in the industrial sector. 


South Viet Nam did show signs of economic progress during the period 
1955-58. The accomplishments of these years are well known and need not 
be recounted. However, the fact that average increases in production then 
probably exceeded population growth, even with the relatively small pro- 
portions of Net National Product going into investment, can be accounted 
for by recalling that much of the effort was for reconstruction and reha- 
bilitation. In such cases full production can be restored by small capital 
increments. For example, at the termination of hostilities with the French, 
there was some re-cultivation of lands abandoned during the years of 
fighting, but the productivity of rice land did not increase at this time. 
In fact, it decreased slightly in 1957.° The area planted in rubber actually 
fell off, 1955-57, but production increased in 1955 and 1956 as existing 


acreage was exploited more intensely.® 


The gains of the early period, therefore, while real enough, cannot be 
considered the kind of change in resource allocation which the process of 


5 Ibid., p. 70. 

* Ibid., p. 75. 

° This is based on the original methods of crop reporting, revised in 1959. Ibid., 
p. 70. 

° Ibid., p. 76. 
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economic development requires. Currently, there is no sign that capital 
formation is occurring in sufficient volume to provide for development, 
and agricultural production is not maintaining its earlier pace. 

With this as answer to the first question, it is possible to turn to the 
second, and more difficult question, of the extent to which this state of 
affairs is due to the guerrilla war fought in the countryside since 1956. 
Causal relationships are not clearly drawn, but in grossest form, the im- 
pact can be measured by the total diversion of resources toward defense 
and away from other purposes, including economic development. 

The military posture of the government of South Viet Nam, on the 
advice of the U.S. Military Assistance Advisory Group, has been based on 
the premise that the major threat was one of full-scale invasion for the 
north. After 1954, the government trained, equipped and deployed its 
150,000-man regular army to meet this threat.’ Responsibility for dealing 
with the guerrilla problem fell largely on the 40,000-man Civil Guard 
(Bao-An), a much less well-trained and equipped para-military organiza- 
tion scattered throughout the provinces, and the Self-Defense Corps (Dan- 
Ve), an even weaker organization that had little equipment and poor 
training and was stationed in the villages. The army engaged in action 
against the guerrillas, but usually only when the latter appeared in areas 
assigned to the army. Guerrilla activities were regarded both as evidence 
that an invasion would some day come, and as part of a “softening up” 
process to weaken resistance and divert forces from possible points of 
major attack. By 1961, estimates of Viet Cong guerrillas operating in 
South Viet Nam had risen from an initial 3-5,000 men to 18-25,000 reg- 
ulars, many drawn from the north by way of Laos. Some of these men 
were originally from South Viet Nam and had been in the north since 
1954; others (believed to be a minority) were recruited locally in the 
south and serve largely on a part-time basis. It is now clear that the tac- 
tics and methods employed to date by the government of South Viet Nam 
have not succeeded in overcoming the guerrilla forces. Quite to the con- 
trary, the size of the guerrilla bands has grown, the areas of their opera- 
tions have expanded, and the frequency and severity of their attacks have 
increased. 

The point I wish to make here is that the size of the military effort, 
measured in monetary terms, had been dictated by the perception of the 
total military threat, which included guerrilla activities as one part of an 
overall attempt to bring down the regime in South Viet Nam. The volume 
of resources allocated to defense was not proportional to the actual amount 
of fighting that was taking place over time, but rather it was a function 
of the context within which the guerrilla activities have been viewed. For 
this reason, total defense outlays may properly be considered as related 
to the existence of guerrilla activity. 


7 On U.S. recommendations, the army was organized on a division basis to provide 
greater striking power to improve morale. The French, fearing disaffection, had 
refused to permit units larger than a battalion to operate jointly. 
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If we look first at the volume of spending for military purposes shown 
in the budget of the government of South Viet Nam, we find that the 
amounts, in pilasters, have remained relatively stable since 1956. As a 
percentage of the total budget, military expenditures actually declined 
from 1956-60—from a high of 46.9% to a low of 38.1%. Estimates for 
1961 were approximately those of the previous year, or 38.7%, but esti- 
mates for 1962 show an increase to 51% in a total budget that is itself 
increased by 53%.°8 These defense expenditures as proportions of the 
national budget have been running less than those of the U.S., except 
for 1962. 

Considering only the shaky evidence offered for the two years of 1956 
and 1960, military budget expenditures represented nearly 9% of the 
Gross National Product in 1956, but had dropped to 7.3% in 1960. In 
1956, military expenditures exceeded Gross Domestic Capital Formation 
by 1.7 billion piasters, but by 1960, Gross Domestic Capital Formation 
exceeded military outlays by nearly the same amount—1.2 billion piasters. 
From this it would appear that the burden of the defense effort had been 
steadily decreasing as a proportion of the national budget and relative to 
domestic capital formation throughout the period that the severity of the 
guerrilla attacks had been increasing. The answer to this paradox, and 
assuming that the publicly available data are correct, may lie in the fact 
that increased expenditures to deal with the guerrilla problem were being 
made by agencies of the government other than the Minister of Defense. 

It would be somewhat more realistic, therefore, to include in the esti- 
mates of amounts and proportions of the national budget related to guer- 
rilla warfare, the budget allocations going to the Ministry of the Interior 
and the Ministry of Information. The former is charged with responsi- 
bility for maintaining internal order and security; the latter is engaged 
in information and propaganda activities largely designed to counter the 
propaganda efforts of the guerrillas. In 1959, the budget allocations to 
the Ministry of Interior jumped from 642 million piasters to 2.2 billion 
piasters when the Ministry assumed the burden of organizing and direct- 
ing the activities of the Civil Guard and Self-Defense Corps, formerly 
handled out of budget allocations to the Presidency. The Ministry of In- 
formation has received diminishing amounts from 1957 to 1961, but the 
absolute piaster volume has not been large and the effect has therefore 
been fairly small. (The decline was from 231 million piasters in 1957 to 
140 million piasters in 1961.) If we now add these totals to the military 
budget allocations, the percentage of the national budget going to military 
and other security activities rises to a minimum of 48.7% in 1958 and a 
high of 55.1% in 1959. In all years, 1957 through 1961, security outlays 
measured in this way would exceed Gross Domestic Capital Formation, 
probably by somewhere between 30 and 50%. The relative defense effort 
thus becomes greater than that of the U.S. 


® Budget figures for 1955-61 are given in [bid., p. 39. Estimates for 1962 are from 
the Times of Viet Nam, January 2, 1962, p. 1. 
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Not all of the military and the internal security expenditures can be 
assigned to the guerrilla campaign against the government. Some “nor- 
mal” police and defense outlays are made by any nation. The estimates 
given above should therefore be discounted to some degree in trying to 
judge the net impact of the guerrilla attacks. On the other hand, it is 
probable that other portions of the government’s budget include expendi- 
tures for security purposes. No attempt has been made to include these, 
or to include the government deficits, a part of which has also been for 
defense. Even if we reduce the estimates of spending by 20%, however, 
the defense effort of the Government of South Viet Nam, as a proportion 
of the national budget or as a proportion of the Gross National Product, 
seems to be about the level of effort made by the U.S. and the Soviets, and 
higher than Mainland China, the NATO powers in Europe, or Canada.® 

Manpower drain into military service is also difficult to estimate, start- 
ing as one does from incomplete census data and progressing to semi- 
classified data on the size of the armed forces. Using differing assump- 
tions, the ratio of men under arms to the total population may range from 
1.6 to 1.9%. This again is somewhat close to the ratio for the U.S. and 
the Soviets, and exceeded only by Yugoslavia, France, Greece and South 
Korea.?° 

All of the foregoing suggests that a major share of the resources now 
available to the government of South Viet Nam, through American aid 
or in other ways, is being pre-empted for security purposes. In the ab- 
sence of guerrilla attacks, and even assuming that U.S. aid would decline 
as a result, a much larger effort could be made in projects leading toward 
economic development. A reduced defense effort would also release most 
of the manpower now retained in military service, possibly raising the 
work force available for productive effort by 5% or more. 

This is the aggregate view of the effects on resource allocation, but the 
direct impact of guerrilla warfare can also be observed, if not as easily 
measured, by study of what it means at the provincial and lower levels 
of government. This is important in economic terms because the bulk of 
the working population is in the countryside and in agriculture. Govern- 
ment development programs touching the large majority of the popula- 
tion must be launched at this level, and it is precisely here that the guer- 
rillas have had their greatest success. 

Under the highly centralized administrative structure of South Viet 
Nam, province chiefs are the chief executives for all administrative affairs 
in the province, including local budgetary and fiscal policies and per- 
sonnel selection and transfer. Central government technical services, 
charged with responsibility for economic development programs, have 
provincial branches, but a province chief can alter their programs in 


° Emile Benoit, “Affording Disarmament: An Analysis, A Model, Some Proposals,” 
Columbia University Forum, Winter 1962, p. 5. 

*° Ibid. The last four countries named have between 2 and 3% of the total popula- 
tion under arms. 
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light of his own perception of local political or other needs.1! In fact, 
there are complaints by technical service representatives that province 
chiefs issue substantive instructions on technical problems, and do not 
limit themselves to supervision and coordination.!* This interference may 
be based on the province chief’s estimate of the quality of work being 
performed by the technical services or an appraisal of the total needs of 
the province, but some recent studies of provincial governments have 
found that such needs are usually security needs. A major portion of any 
province chief’s time is devoted to security problems, and even in the 
relatively secure provinces, guerrilla activities have forced provincial gov- 
ernments to concentrate on anti-guerrilla programs that contribute little 
to economic and social development.?? 

If we consider only the provincial responsibilities that fall under cate- 
gories related to economic and social development, security concerns in- 
trude to subvert and distort the programs. Important among these was 
the construction of agrovilles. These centers were presumably to promote 
economic well-being within newly established central communities, but the 
primary purpose seems to have been to provide secure and defensible out- 
posts at strategic locations.14 The program resulted in some new construc- 
tion at the agroville sites, but any economic stimulus stemming from it 
was more than matched by the large diversion of manpower from agri- 
cultural pursuits at the time of peak labor needs in the fields, the forced 
labor manner in which manpower was sometimes recruited and organized, 
the disruption attending the enforced movement of families from estab- 
lished farming communities, and the increased difficulty in farming land 
some distance from the new towns. 

Another important responsibility of the province chief has been in 
the area of land reform. Not only is there some doubt that the land reform 
program of South Viet Nam had economic merit,?® but the program has 
boomeranged in other respects as the guerrillas have made land reform 
seem like government oppression of the peasants. This becomes under- 
standable in light of the legal obligations of repayment and tax liability 
which now attach to land ownership.1® Farmers Associations, supposedly 
organized to improve cooperation at the village level and increase farm 
productivity, have been ineffective in achieving this objective, and are 
now used by the government primarily to disseminate anti-communist 


™ Lloyd W. Woodruff, Local Administration in Viet Nam—The Number of Local 
Units [mimeographed] (Saigon: Michigan State University Advisory Group, 1960), 
pp. 6-7. 

72 Jason L. Finkle and Tran-Van-Dinh, Provincial Government in Viet Nam—A 
Study of Vinh Long Province [mimeographed] (Saigon: Michigan State University 
Advisory Group, 1961), p. 23. 

78 Ibid., p. 63. 

4 Tbid., p. 72. 

75 See my “Land Tenure in South Viet Nam,” Economic Development and Cultural 
Change, IX, 1, (October 1960), p. 44. 

18 Finkle, op. cit., pp. 63-64. 
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propaganda. Province chiefs are also responsible for public works projects, 
such as road building and construction of schools and public buildings, 
but road building sometimes means only widening existing roads to 
make villages more accessible for provincial security forces, and school 
construction is at least partially reconstruction of schools destroyed by 
the guerrillas.1” 

The important thing to emerge from all this is that government economic 
programs in the provinces really depend on the province chief for initia- 
tive and direction, but for the most part, he does not have time for them. 
The few which have gotten underway were either ill-conceived or have 
been undermined by the guerrillas. 

At the district level, the picture is much the same. District chief respon- 
sibilities parallel those of the province chief, but with jurisdiction over a 
smaller area. Security problems also consume the bulk of a district chief’s 
time and effort, and require coordination and direction of district units 
of the Civil Guard and the village Self-Defense Corps.18 Nominally 
economic concerns turn out to be related to the security situation in some 
way, as in the case of agroville construction.1® Important sums of money 
available to the district go for maintenance of the Civil Guards, Self- 
Defense Corps, Police, and Surete. Social and economic programs lack 
direction through neglect caused by the necessary involvement of the 
district chief in security matters. They also suffer because insecurity often 
keeps representatives of the technical services from going into the country- 
side at all. Much effort, if not money, goes into propaganda activity 
designed to stir up anti-communist sentiment, to organize the youth into 
nationalist movements and indoctrinate them with pro-government aitti- 
tudes, and even to utilize religious ceremonies for political ends. One study 
of district administration concluded that the administrative havoc caused 
by guerrillas has completely paralyzed the administrative apparatus at 
this level.2° Clearly, the district level’s ability to stimulate economic 
development can be reduced to nil under these conditions. 

Village adminisiration in South Viet Nam is conducted through village 
councils appointed by the province chiefs on the recommendation of 
district chiefs. Responsibility for village administration is diffused through- 
out the council, but some village chiefs assume a major share of the 
administrative duties. Village administration has been characterized as 
“traditional and negative,” concerned more with control, regulations and 


*7 Probably more than 400 schools have now been closed by guerrillas. Department 
of State, A Threat to Peace: North Viet-Nam’s Effort to Conquer South Viet-Nam, 
Part 1. (Washington, D. C.: U.S. Government Printing Office, 1961), p. 13. 

*8 A Jarge number of province and village chiefs are military men. In 1961, for 
example, 21 of 38 province chiefs were military officers. Woodruff, op. cit., pp. 6 
and 17. 

7° Joseph J. Zasloff and Nguyen-Khac-Nhan, A Study of Administration in Binh 
Minh District [mimeographed] (Saigon: Michigan State University Advisory Group, 
1961), p. 12. 

° Ibid., pp. 50-53. 
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conciliation than with service and construction.” Any stimulus to admin- 
istrative programs of construction or innovation usually comes from the 
district or provincial levels of government, but, as seen, these have tended 
to be heavily concerned with security matters. Village officials have typi- 
cally devoted much of their time to settlement of intra-village disputes, 
record keeping, tax collection, and report writing, but the guerrilla prob- 
lem has added new kinds of burdens on time. For example, all villagers 
must have passes to travel outside the village and these are issued by 
village officials; military and labor levies must be arranged for locally; 
attacks on or threats to hamlet chiefs and council members create emer- 
gencies that are time-consuming in their resolution and disruptive of the 
efficiency of village administration as a whole. Guerrilla activity has 
demoralized much of normal village life and tempo in other ways as well. 
For example, hamlets in the remote parts of some villages are considered 
unsafe for village officials to visit. Lands there may be abandoned by 
owners or tenants, or, if these lands are worked, the harvest does not 
pass into the normal channels of trade. The literacy program has become 
defunct in most areas; rural credit programs have broken down because 
administrators cannot always supervise collections; villages suspected of 
guerrilla sympathies or associations are rounded up and held out of 
productive activities for indefinite periods; village officials may be 
summarily removed from office because of suspected associations with 
guerrillas. On the other hand, the guerrillas have concentrated their 
attacks on government officials at all levels, and assassinations and kid- 
nappings were reportedly at rates of three to five per day in 1960 and 
1961.22 In this atmosphere of uncertainty and suspicion, where most 
villagers appear indifferent at best to the ideologies of each side, it is not 
difficult to imagine the disorganization which prevails, or its impact on 
any attempt to stimulate economic development. 


Generalizing even further, the guerrillas have recently become successful 
in disrupting transportation in almost all parts of the country, and have 
seriously curtailed the flow of agricultural commodities to the Saigon 
market. This was reflected in the sudden rise in prices of rice and pork 
in the city during the summer months of 1961. It is common knowledge 
in Saigon that buses and trucks travelling to and from the city are 
stopped at will, as are cargo boats on the rivers. The psychological effect 
of all these factors on potential investors in either industrial or commercial 
ventures is predictable.2 In an environment as uncertain as that of South 
Viet Nam in 1962, and interest rates on private loans as high as 5% per 


2? Truong-Ngoc-Giau and Lloyd Woodruff, My Thuan: Administrative and Financial 
Aspects of a Village in South Viet Nam [mimeographed] (Saigon: Michigan State 
University Advisory Group, 1961), pp. 78-79. 

22 Department of State, op. cit., p. 13. 

78 One indication is the idle hoards which have been accumulating since 1958. 
These have been sufficient in quantity to maintain general] price stability at a time 
when the money supply was increasing at nearly twice the rate of increase of output. 
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month, it is simply irrational to invest heavily in industry or agricultural 
improvements. 

The discussion thus far has considered only the damaging effects of 
the guerrilla campaign. Are there any discernible offsets to this? A 
logical place to look would be at the military establishment itself, and on 
a priori grounds there are a number of ways in which the military might 
provide a mechanism through which economic development could be 
encouraged. These are the familiar ones of military service as an urban- 
izing influence, a molder of national identity and patriotism, military 
service as a training experience in mechanical and technical skills, the 
military officer corps as a political force discontented with the rates of 
progress made by civilian authorities, demand for military goods as a 
stimulus to new investments and increased production, the military as 
innovators of new techniques of production. There is little firm evidence 
on these points, but it is unlikely that the military has accomplished much 
in any of these respects. 

It is possible that the army has done something to inculcate new atti- 
tudes in peasant recruits, teaching discipline and introducing them to 
organized methods of carrying out assignments. Moreover, army personnel 
may have become acquainted with men in the ranks from different parts 
of the country, and with a monetized economy, thus producing some 
change in outlook. However, it is somewhat doubtful that the military has 
been a significant influence in generating patriotism or a sense of national 
identity. Morale in some units is reportedly high, but one also hears of 
apathy and indifference among both officers and men. Some of this may 
be due to the tight control over troop deployment which greatly reduced 
the changes of military successes in the past; some of it undoubtedly can 
be traced to awareness of the gradual deterioration in control over the 
countryside. Whatever the reason or reasons, it would be fair to state 
that morale is not universally high, and a growing awareness of national 
identity and pride cannot be assumed a natural consequence of military 
service. 

The reliance on modern military weapons, communications systems and 
vehicles, which has characterized the training of the regular army, has 
served to familiarize officers and men with technical skills unobtainable 
in a peasant society. Such training has probably not been widespread, 
however, and there has been little attempt to train men beyond the limits 
of simple maintenance and operation. To my knowledge, no military 
training schools have been established which stress applications of techni- 
cal skills to civilian occupations in industry. The kinds and levels of train- 
ing available to men in the Civil Guard and Self-Defense Corps, comprising 
one-fourth to one-third of the total number of men under arms, is far 
inferior to even that of the regular armed forces. This is partly because 
these units have much less in the way of modern equipment of all kinds, 
but it is also partly due to the lesser importance which has been attached 
to their training and staffing. 

Even if we could assume that these intangible qualities had been diffused 
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through military service, the effect on current economic development would 
depend on a substantial return of troops to civilian life. Lacking accurate 
casualty figures, it is impossible to estimate the extent to which new 
recruitment permits some soldiers to become civilian or merely replaces 
previous casualty losses. My guess is that the number of men who have 
been discharged since 1955 has been extremely small, and the recent 
decision to increase the size of the army to 200,000 men would tend to 
reinforce this notion. 

The deliberate shifting of military commanders between units and area 
of the country apparently has prevented the development of a military 
group or caste with a strong following among lower officers and men. 
A military career still does not merit much respect in Vietnamese society, 
and under the French, there was little chance to follow one at the officer 
level. With little military tradition behind them, and civilian-imposed 
administrative obstacles to cohesion within the officer corps, military offi- 
cers thus far have shown little inclination to rally around a leader or a 
military junta through which to seize power and direct the national 
military, political and economic efforts.?# 

The stimulus of military demand on domestic production and investment 
also seems negligible. An important reason is that the U.S. aid programs 
provide most of the military equipment directly in kind. This type of aid 
does not generate counterpart funds, and its total size is not a matter of 
public record. The military does consume domestically produced food- 
stuffs, and some amount of domestic textiles, shoes and items of equip- 
ment. Construction of military barracks, installations, roads, etc., also add 
to the aggregate demand within the economy. But guerrilla restraints on 
travel have effectively dampened the economic impact of access to new 
market areas or sources of raw materials via the road building program, 
and the bulk of military facilities consists of installations left behind 
by the French. On balance, military demand has probably had litle net 
stimulus on the economy as a whole. If new industry had been induced 
as a result of heavy military demands, this fact would have been given 
prominent publicity in the government’s reports on economic development. 
Silence on this issue is persuasive that it has not occurred. 

Finally, the military has shown little willingness to innovate in econom- 
ically significant ways. Military officers have directed the establishment 
and operation of re-settlement centers, some of which have been quite 
successful. They have also been involved in the agroville experiment, 
which has been much less so. The layout of new settlements has often been 
dictated more by security considerations and defensibility than by normal 
settlement patterns of economic suitability. This type of innovation is of 
dubious value in economic and social terms. Troops sometimes cultivate 
small truck gardens in the vicinity of their living quarters as a means to 


24The neutralization of the military may be seen in the disposition of general 
officers. Of 18 generals on active duty in 1961, half were assigned to administrative 
duties. Only four had troop commands, and three had no assignment at all. 
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supplement military pay and allowances, but where this is done, the 
methods used are those of Vietnamese farmers everywhere. The only role 
the military plays in this is to permit the gardening; it does not utilize the 
opportunity to teach new farming techniques or to open new areas to 
cultivation. 

Putting all these factors together, the conclusion is that stated at the 
beginning—under guerrilla warfare conditions, economic development 
is difficult, if not impossible. Resources have been allocated to defense 
and security that South Viet Nam can ill afford to lose at its present rates 
of capital formation. Whether more capital could have been invested than 
has been is not completely clear. Most government efforts to encourage 
development (and much could be said about the conception of these 
programs) have been blocked by guerrilla actions at the province level 
and lower, and the effects of this on potential industrial investors in Saigon 
and the few other urban areas are obvious. Unless a much greater effort 
at capital accumulation is made in the future, the country will not experi- 
ence real economic growth. In looking at possible offsets, whatever the 
military’s role may have been in other underdeveloped areas, it does not 
emerge as a force for change and innovation in South Viet Nam. As 
long as the guerrillas remain active, South Viet Nam’s major efforts will 
probably be military. If this is the case, the efforts will provide breathing 
space only. Lasting military and political security cannot be gained at 
the expense of economic development, but by now it may be too late 
to do very much about the latter. 


JAMES B. HENDRY is associate professor of economics at Michigan State University, 
and served as economist on the staff of the Michigan State University Advisory Group 
in Viet Nam from 1957-59. 
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